By RALPH KOZLOW

Capital Expenditures by Majority-Owned Foreign
Affiliates of U.S. Companies, 1983

MAJDRITY-DWNED foreign affili-
ates of U.S. companies plan capital
expenditures of $41.8 billion in 1983,
almost unchanged from 1982, Last
year, spending declined 5 percent, fol-
lowing a 3-percent increase in 1981
(table 1 and chart 5).!

Largely ae a result of depressed eco-
nomic conditions worldwide, corporate
illiquidity, and high interest rates,
spending appears to have leveled off
in 1981-83, after record increases in
1979 and 1980. The increases in 1979
and 1980 were largely attributable to
manufacturing affiliates, particularly
transportation equipment manufac-
turers that were constructing new
facilities (see later discussion). In
1980, spending was also boosted by pe-
troleum affiliates, partly because of
expectations of continued high re-
turne on investment following the
near-doubling of crude oil prices in
1979.

The latest estimate for 1982, based
on the BEA survey taken in Decem-
ber 1982, is much lower than the esti-
mate based on the survey taken 6
months earlier, which indicated ex-
penditures would increase 6 percent.
The latest estimate for 1983 is also

Note—Patricia E. DiVenuti and Edward L.
Simons assisted in preparing the estimates,
Smith W, Allnutt Il designed the computer
programa for data retrieval and analysis.

1. Capital expenditure estimates are for majority-
owned nonbank foreign affiliates of nonbank LS par-
eénts. (An affilinte is majority owned when the com-
bined ownership of all U.S, parents exceeds 50 per-
cent,) Capital expenditures are expenditures that are
mide to acquire, add to, or improve property, plant,
and equipment, and thet are charged to capital sc-
counts. They are on & gross basis; sales and other dis-
pesitions of fized assets are not netted againel them.
Capital expenditures are reported o BEA in current
dollars; they are not adjusted for price changes in host
countries ar for ch.a.nm in the valie of i‘m—e:’gh Elr-
rencies, because the data needed for these adjustments
are unavailable.

lower than the earlier one; the year-
to-yvear percentage change is the
game, however, because it is calculat-
ed from the lower 1952 base,

By area, affiliates in developed
countries plan a l-percent increase in
gpending, to $29.1 billion, compared
with an B-percent decline in 1982, In
developing countries, a planned 4-per-
cent increase, to $11.8 billion, follows
a 2-percent increase. Affiliates in "in-
ternational’—those that have oper-
ations spanning more than one coun-
try and that are engaged in petro-
leum shipping, other water transpor-
tation, petroleum trading, or operat-
ing oil and gas drilling equipment
that is moved from country to coun-
try during the year—plan to cut
spending nearly two-fifths, to $0.9 bil-
lion, after an 8-percent increase,

Petroleum

This vear's 3-percent reduction, to
$17.2 billion, in planned spending by
petroleum  affiliates reflects the
worldwide weakening of petroleum
markets, which has partly resulted
from depressed economic conditions
and continued energy conservation
and substitution. Also, some US. pe-
troleum companies may be shifting
some spending from abroad to the
United States, partly in response to
decontrol of domestic oil prices and
the granting of exploration and pro-
duction rights in previously restricted
areas,

In each successive survey of 1982 or
1983 spending plans, estimates have
been revised downward (table 2). For
a given year, four estimates of
planned expenditures and one esti-
mate of actual expenditures are
made, based on data reported in five
successive semiannual surveys. The
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i Evropsan Comwmumibicy (2) condisia
Luzsnbnicry, Halbarlasds, and dis Undued

firat estimate of 1922 spending, hased
on the June 1981 survey, was $54.8
billion; the current-—fonrth—esti-
mate, based on the Ilecember 1982
gurvey, is $41.8 billion. The first esti-
mate of 1988 spending was $46.6 bil-
lion; the current—eecond—estirpate is
$41.8 hillion.

The downward revisions in 1982
and 1988 planned expenditures have
paralleled the worsening of economic
conditiona. Although, for both yenrs,
egtimates for every major industry
were revised downward, sbout one-
half of the totsl revision from the
first to the moat recent estimate for
each year was In petroleum and non-

electrical machivery manufacturing .

combined. In petroleum, a sizable
ghare of the revision was in projects
to develop alternative energy sources,
eapecially coal; the cuthack in epend-
ing on these projects has coincided
with p sharp decline in petroiaum af-
fitiate earnings, which, in turn, partly
reflects the current world cil glut. In
-nonelectrical machinery manufactur-
ing, moat of the revision wag centered
in computers.

The estimates of planhed spending
are hot adjusted for reporting hias—

af Balyiaw, Duwoisek, Fracce Caooany, Irdend, aly.
Ringdom.
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that is, for the systematic overpredict-
ing or underpredicting of actual ex-
penditures by reporters. Although his.
torical data suggesi that respondents
tend to overestimate a given year's
apending in the early surveys relative
t¢ actugl spending for the year, auch
bias ecannot be separated from
changes due to other causes, particu-
jarly changing economic and political
conditions.? The reductioms in 1982
spending in the successive surveys far
exceeds what counld be attributed to
hias alone.

Manufacturing affilietes plan to in-
crease spending 3 percent this year,

to $17.2 billior, after a 13-percent de- .

pline last yeay. These chanpes are
largely offset by spending of petro-
lewm affiliates: petroleum i
plan to reduce spending 3 percent. this
year, to 517.2 hillion, following a 13-
t increase last year. Affiliates
in all other industries combined plan
to increase apending 2 percent, after

- an 18-percent desline.

2 The discontinusLion of L bins adjistieat iz dis-
ciepped b Joifeey H Lowe, "Capita] Expandiures by
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tobar 188LE GT-4E.
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spending 2 percent, to
$10.5 billion, following a 8-percent. in-
crease in 1982 (tebles 3-8). A Z.-per-
cent decline, to $3.2 billiom, is planned
in Canada, largely as a rvesult of an
affiliate’a withdrawal, in mid-1982,
from participation in an il sands
project. A 20-percent increase last

(Tt continzed ow p. 307
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yesr reflected spending on several up-
stream and downstream projecta.

In the MNorth Sea area, British si-
filiates plan to cut =pending T per-
cent, to §3.5 billion, after a B-percent
decline. Thia year's spending partly
reflects the oil companies’ responee to
falling oil prices and a smallerthan-
expected dacline in taxation on Morth
ZHea operstions. Norwegian affiliates
plan an incresse of 4 percendt, to $1.4
billion, following a l&-percent in-
crease. This year's Increase—the
smallest in a decade—reflects a glow-
down in the pacs of development of
some offehore cilfields and gasfialds.

In developing countries, affiliates
plan a 4-percent increase, to §$6.2 hil-
lion, following an 18-percent increase
lagt year. The largest incroase this
year & in “other Agia and Pacific”
mostly in Indoneaja and Malaysia; it
ia for continwed development of off-
shore oilfields and gasfields. Parily
offsetting is a decline in “other
Africe,” largely in Camerson, which
reflects a slowdowen in oilfield devel-
opmment.

Affiliates in “international” plan te
cut their epending about in helf, to
$0.6 billion, after a 24{.percent in-
creage logt year. Raduced spending far
both tankers and offehore drilling
platforms is planned.

Mannfactyring

Manufacturing affiliates plan a 3
percent increase in spending, to $17.2
hillion, after & decline of 13 percent.
Although sll indusiries except trans-
portation equipment plan increases,
affilintes in nonelectrical machinery,
eapecially computer manufacturers,
plan a particularly large increase.

In teansportation equipment, a 10
percent decline in spendiog, to $8.4

SURVEY OF CURRENT BUSINESS

billion, follows a 27-percent Jdecline.
Bagmnmg in the late 1970"s, affilistes
in this indostry andertook mansive
new programs involving comstrustion
of assemhly and parts production
fecilitier for “world cers.” Conse-
quently, these affillates’ sxpenditures
increased from an average of 6.7
cent of total expenditures in 1970-TE,
to 0.7 percent im 1979-33. Their ex-
penditures rose from an average of
$1.2 billion in 1970-T8 to $3.9 billion
in 1978-83, The declines in spending

in 1982 and 1983 largely
result . from the completion of some
new facilitiea and the deferral of
nonessential spending due to the cur-
rent weak worldwide demand for
autos,

In developed countries, manufactar-
ing affiliates plan a 4-percent increace
in epending, to $13.6 hillion, following
a 15-percent decline in 1982, Canadi-
an affiliaten plan e §-percent increase,
to 330 billlon, after & 27-percant de-
cline. The largest increase ie in trans.
portation equipment; it reflects in-
creased spending on a new van and
hus manufacturing facility,

In Eurgpe, spending increases of 85
percent by French affiliates, to §1.4
hillion, and 4 percent by Britivh affili-
ates, to $2.8 billion, are eentered in
nonelectrical machinery; they largely
réflect increased enpitalization of
compiters for rental. French manua-
facturers recently sharply cut back
thelr 1982, but not 1983, spending

plans. German affiliates plan a 10-

percent ineresse, to $2.5 billion; s
small decline in primary and febricat-
ed metals is more than offset by in-
crepaes in every other manufacturing
industry, In “other Burope,” affiliates
plan to cut e ing ovar two-fifths,
to $0.8 billion. The ¢ut is almost en-

Merch 1983

tirely due to the completion of trans-
portation equipment manufacturing
f;-:éié{tias in Bpain and Austria in
1952,

In developing countries, afifliates
plan a 3-percent spending rise, to $3.8
Lillion, after & 8-percent decline last
year. The largest rise is in Brazil; it
raflecte expansion by & bauxita
mining and aluminum manafacturing
afflliate. Partly offsetting iz a decline
in Mexico, where spending for a new
engine meanufacturing plant wea
highar in 1982 than in 1583,

Other indasiries

Mining affilistes plan to eut spend-
ing 88 percent, to $0.56 billion, after a
slightly larger cut last year. The cuis
in hoth years are centered in Austras
lia, mostly in bauxite mining, and in
Cenade, mostly in coal mining last
year and potash mining this year. In
part, thay reflept tha completion of
some smelter rencvation and expan-
gion projects and the deferral of
others because of depressed mineral
demand.

Trade affiliates plan an 11-percent
imreasa this year, to $4.0 billion. The
mnreaue which is widespread among
areas, is mostly by affiliates that
market computers.

Spending by affiliates in finence
(e.mept banking), inﬂumnne, and real
estate is to remein at $0.58 billion in
1588; small changes among several
countries are offsetting.

Affiliates in “other industries”—ag-
riculture, construction, transporta-
tion, communication, public utilities,
snd other services—plan a J-percent
increaes, to $27 billion. The increase
ins centered in Hong Kong and is
largely for electric powerplant con-
atructicn.



